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KPMG LLP

Suite 1600

1000 Walnut

P.O. Box 13127

Kansas City, MO 64106

Independent Auditors’ Report

The Board of Directors
Gold Capital Management, Inc.:

We have audited the accompanying balance sheets of Gold Capital Management, Inc. (the Company),
a wholly owned subsidiary of Gold Banc Corporation, Inc., as of December 31, 2003 and 2002, and the
related statements of eamnings, stockholder’s equity, and cash flows for the years then ended, that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion. ‘

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Gold Capital Management, Inc. as of December 31, 2003 and 2002, and the results of
its operations and its cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

Our audits were performed for the purpose of forming an opinion on the financial statements taken as a
whole. The information contained in schedules 1 through 3 is presented for purposes of additional analysis
and is not required for a fair presentation of the financial statements, but is supplementary information
required by Rule 17a-5 of the Securities Exchange Act of 1934. Such information has been subjected to the
procedures applied in our audits of the financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the financial statements taken as a whole.

KPMe LLP

Kansas City, Missouri
February 11, 2004

... " KPMG LLP, a U.S. fimited liability partnership, is the U.S.



GOLD CAPITAL MANAGEMENT, INC.

(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Balance Sheets
December 31, 2003 and 2002

Assets 2003 2002
Cash and cash equivalents $ 349,432 1,544,868
Investment securities, marketable 9,097,291 3,139,666
Investment securities, not readily marketable 595,000 345,000
Accrued interest receivable 85,931 14,300
Furniture, equipment, and leasehold improvements, at cost
less accumulated depreciation of $533,235 and $531,587
in 2003 and 2002, respectively 258,457 343,883
Goodwill, net of accumulated amortization 4,536,194 4,536,194
Other assets 145,867 193,636
Income taxes receivable — 655,731
Total assets $ 15,068,172 10,773,278
Liabilities and Stockholder’s Equity
Accounts payable and accrued expenses § 311,089 567,287
Income taxes payable 183,171 —
Deferred income taxes 744,098 847,530
Short-term borrowings 4,775,013 —
Total labilities 6,013,371 1,414,817
Stockholder’s equity:
Common stock, $0.10 par value; Authorized, issued, and
outstanding 10,000 shares 1,000 1,000
Additional paid-in capital 6,908,581 6,908,581
Retained earnings 2,145,220 2,448,880
Total stockholder’s equity 9,054,801 9,358,461
Commitments
Total liabilities and stockholder's equity $ 15,068,172 10,773,278

See accompanying notes to financial statements.
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GOLD CAPITAL MANAGEMENT, INC.

(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Statements of Eamnings

Years ended December 31, 2003 and 2002

Revenues:
Commissions and advisory fees
Trading gains, net of losses
Other

Total revenues

Expenses:
Employee compensation and benefits
Communications and data processing
Clearinghouse fees
Occupancy
General and administrative
Interest
Other

Total expenses
Eamings before income taxes
Income tax expense

Net eamings

See accompanying notes to financial statements.

$

2003 2002
1,063,582 1,981,091
4,874,943 5,488,982

30,388 12,161
5,968,913 7,482,234
2,816,731 3,345,868

312,283 360,054

370,766 395,817

207,673 214,755

949,125 1,052,451

101,871 206,979

134,386 141,610
4,892,835 5,717,534
1,076,078 1,764,700

379,738 605,077

696,340 1,159,623
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GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Statements of Stockholder’s Equity
Y ears ended December 31, 2003 and 2002

Additional
Common stock paid-in Retained
Voting Nonvoting capital earnings Total
Balance at December 31,2001 3 1,000 — 6,908,581 1,789,257 8,698,838
Net earnings — — — 1,159,623 1,159,623
Dividends to parent ($50 per share) — — — (500,000) (500,000)
Balance at December 31, 2002 1,000 _— 6,908,581 2,448,880 9,358,461
Net earnings — — — 696,340 696,340
Dividends to parent (3100 per share) — — — (1,000,000) (1,000,000)
Balance at December 31, 2003 b3 1,000 — 6,908,581 2,145,220 9,054,801

See accompanying notes to financial statements.
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GOLD CAPITAL MANAGEMENT, INC.

(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Statements of Cash Flows
Years ended December 31, 2003 and 2002

Operating activities:
Net earnings
Adjustments to reconcile net earnings to net cash provided by
(used in) operating activities:
Depreciation
Deferred income taxes
Decrease (increase) in investment securities, marketable
Decrease (increase) in accrued interest receivable
Increase (decrease) in accounts payable and
accrued expenses

Increase (decrease) in taxes payable
Decrease in other assets

Net cash provided by (used in) operating activities

Investing activities:
Additions to furniture, equipment, and leasehold improvements
Proceeds from sale of investment securities, not readily
marketable

Purchase of investment securities, not readily marketable
Net cash used in investing activities

Financing activities:
Net (decrease) increase in short-term borrowings
Dividends paid

Net cash (used in) provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental data:
Cash paid (received) during the year for:
Interest
Income taxes

See accompanying notes to financial statements.

2003 2002

696,340 1,159,623
102,853 106,098
(103,432) 416,620
(6,057,625) 3,865,950
(71,631) 19,294
(256,198) 147,304
838,902 (400,213)
47,769 28,592
(4,803,022) 5,343,268
(17,427) (67,472)
— 3,300
(150,000) -
(167,427) (64,172)
4,775,013 (3,570,846)
(1,000,000) (500,000)
3,775,013 (4,070,846)
(1,195,436) 1,208,250
1,544,868 336,618
349,432 1,544,868
101,871 206,979
(355.732) 588,670
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GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Notes to Financial Statements

December 31, 2003 and 2002

Significant Accounting Policies

(a)

(b)

(©

(d)

(e

Organization and Purpose of Company

Gold Capital Management, Inc. (Company) operates on a fully disclosed basis as a broker-dealer in
securities. Customers consist primarily of financial institutions located throughout the United States,
with concentrations in the Midwestern region of the United States. The Company manages a wide
variety of stock, bond, and money market portfolios for clients that currently include a significant
number of commercial banks located primarily in Kansas, Missouri, Oklahoma, Nebraska, and Iowa,
as well as trusts, pension plans, insurance companies, commercial businesses, government entities,
foundations, and high-net-worth individuals. The Company also specializes in the placement and
underwriting of municipal bonds in the Midwestern region of the United States. The Company is
registered with the National Association of Securities Dealers as a broker-dealer and investment
advisor. The Company is engaged in a single line of business as a securities broker-dealer, which
comprises several classes of services, including principal transactions, agency transactions,
investment banking, and investment advisory.

Investment Securities

Investment securities consist of trading securities, including marketable U.S. Government,
government agency, municipal bonds, and equity securities. Marketable investment securities are
carried at fair value, and investment securities not readily marketable are valued at cost, which
approximates fair value as determined by management. Fees, interest, dividends, and realized and
unrealized gains and losses on the sale of investment securities are considered a normal part of
operations and, accordingly, are included in trading gains (losses).

Profit and loss arising from all securities transactions entered into for the account and risk of the
Company are recorded on a trade-date basis. Customers’ securities transactions are reported on a
trade-date basis, with related commuission income reported on a trade-date basis.

Furniture, Equipment, and Leasehold Improvements

Furniture, equipment, and leasehold improvements are stated at cost less accumulated depreciation.
Depreciation is computed using the straight-line basis over the estimated useful lives, ranging from
three to seven years, of the assets for financial reporting purposes.

Income Taxes

The Company files a consolidated income tax return with Gold Banc Corporation, Inc. (Gold).
Federal income taxes are calculated as if the companies filed on a separate return basis, and the
amount of current tax or benefit calculated is either remitted to or received from Gold. The amount
of current and deferred taxes payable or refundable is recognized as of the date of the financial
statements utilizing currently enacted tax laws and rates.

Use of Estimates

Management of the Company has made a number of estimates and assumptions relating to the
reporting of assets and liabilities and the disclosure of contingent assets and liabilities to prepare

6 (Continued)
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GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Notes to Financial Statements

December 31, 2003 and 2002

these financial statements in conformity with accounting principles generally accepted in the
United States of America. Actual results could differ from those estimates.

Cash and Cash Equivalents

For the purposes of the statements of cash flows, the Company has defined cash equivalents as
highly liquid investments with original maturities of less than 90 days.

Revenue Recognition

Customers’ and Company securities and commodities transactions are recorded on a trade-date basis.
Advisory fees and interest income are accrued as earned.

Goodwill

Goodwill represents the excess of cost over fair value of assets of businesses acquired. Goodwill and
intangible assets acquired in a purchase business combination and determined to have an indefinite
useful life are not amortized, but instead tested for impairment at least annually.

Investment Securities

Marketable investment securities consist of trading securities at fair value, as follows:

2003 2002
Federal agency securities $ 1,085,000 947,533
Tax-exempt bonds 7,594,089 1,857,931
Equity securities 318,205 309,465
Corporate bonds 99,997 24,737
$ 9,097,291 3,139,666

Investment securities not readily marketable consist of securities at cost, which approximates fair value, as

follows:
2003 2002
Tax-exempt bonds $ 390,000 140,000
Equity securities 205,000 205,000
$ 595,000 345,000

Short-term Borrowings

The Company’s indebtedness at December 31, 2003 consists of margin debt payable to the Company’s
clearing agent of $5,775,248 (bearing interest at 4.5%). Such debt was collateralized by the portfolio of
marketable investment securities.

7 | (Continued)
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GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Notes to Financial Statements

December 31, 2003 and 2002

Operating Leases

The Company leases office space from Gold Bank, a related party, under an operating lease agreement.
Total rental expense for the years ended December 31, 2003 and 2002 was $165,353 and $174,870,
respectively. Future minimum rental payments required under operating leases, which have initial or
remaining noncancelable lease terms in excess of one year, are as follows:

Year:
2004 $ 93,560
2005 53,352
2006 8,892

$ 155,804

Income Taxes

The Company is included in the consolidated income tax returns filed by Gold. Income taxes are calculated
as if the Company filed a separate Federal income tax return. The Company files its own state and local tax
returns.

The current and deferred portions of income tax expense are as follows:

2003 2002
Current Deferred Total Current Deferred Total
Federal $ 382,690 (84,320} 298,370 143,664 337,579 481,243
State and local 100,480 (19,112) 81,368 44,793 79,041 123,834
3 483,170 (103,432) 379,738 188,457 416,620 605,077

—_—— e — e e

A reconciliation of the difference between the expected income tax expense and income computed at the
U.S. statutory income tax rate and the Company’s income tax expense is shown in the following table:

2003 2002
Amount Percent Amount Percent

Expected income tax expense at

U.S. statutory tax rate $ 376,627 350% § 617,645 35.0%
Increase due to state and local

income taxes, net 52,889 4.9 80,492 4.5
Tax-exempt income (59,007) (5.5) (90,347) (5.0
Other, net 9,229 0.5 (2,713) (0.3)

Income tax expense $ 379,738 349% $ 605,077 34.2%
8 (Continued)



I I

©)

M

GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Notes to Financial Statements

December 31, 2003 and 2002

The tax effects of temporary differences that give rise to significant portions of deferred tax assets and
deferred tax liabilities at December 31, 2003 and 2002 are presented below:

2003 2002
Deferred tax assets:
Accrued expenses h) — 65,935
— 65,935
Deferred tax liabilities:
Unrealized gains on securities marked to market — 10,008
Furniture, equipment and leasehold improvements 43,240 53,569
Deferred intercompany income 645,593 829,297
Other 55,265 20,591
744,098 913,465
Net deferred tax liability $ (744,098) (847,530)

There was no valuation allowance for deferred tax assets at December 31, 2003 or 2002. The Company
believes that it is more likely than not that the results of future operations will generate sufficient taxable
income to realize the deferred tax assets.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 (and the rule of the
applicable exchange also provides that equity capital may not be withdrawn or cash dividends paid if the
resulting net capital ratio would exceed 10 to 1). At December 31, 2003, the Company had net capital, as
defined, of $3,069,258, which was $2,819,258 in excess of its required net capital of $250,000.

Employee Benefit Plans

The Company has a 401(k) savings plan for the benefit of all eligible employees. The Company matches
50% of employee contributions up to 5% of base compensation, subject to certain Intemal Revenue
Service limitations. Employees may voluntarily contribute up to 15% of the annual compensation to the
plan. Employees vest in Company contributions 10% annually for the first two years and 20% for the next
four years of service. Contributions charged to salaries and employee benefits expense were $63,000 and
$59,000 for 2003 and 2002, respectively.

The Gold Banc Corporation, Inc. Employee Stock Ownership Plan (ESOP) was formed to acquire shares
of common stock of Gold Banc Corporation, Inc. for the benefit of all eligible employees. Contributions by
the Company were approximately $115,000 and $67,000 for the years ended December 31, 2003 and 2002,
respectively.

9 (Continued)
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GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Notes to Financial Statements

December 31, 2003 and 2002

Financial Instruments

The following methods and assumptions were used to estimate the fair value of each class of financial
instrument:

o Cash and cash equivalents—The carrying amounts of cash and cash equivalents are reasonable
estimates of their fair values.

. Investment securities—The fair values for debt and equity securities, which also are the amounts
recognized in the balance sheets, are based on quoted market prices where available. If quoted
market prices are not available, fair values are based on Company estimates using quoted market
prices for similar securities and other pricing information.

The Company uses option contracts, on a very limited basis, to reduce its exposure to price fluctuations in
its trading portfolio resulting from fluctuations in interest rates. A call option is a contract that entitles the
Company to buy, entirely at their option, a specified number of underlying units of a particular security at a
specified price at any time until the stated expiration date of the contract. Risks arise from the possible
inability of the counterparty to meet the terms of their contract and from movements in securities values
and interest rates. The Company carries call options at market value and any changes in the market value
are recognized in investment gains (losses). The Company did not have any open call options at
December 31, 2003 and 2002. Option activity did not result in any material gains or losses during the years
ended December 31, 2003 and 2002.

Related Party Transactions

A significant portion of the Company’s revenue and expenses represents receipts from and payments to the
parent and affiliated companies for investment transaction fees, as well as various administrative services
provided to the Company.

2003 2002
Trading gains, net of losses $ 1,555,545 1,389,699
investment management tees 65,314 84,679
Management fee paid to affiliates, net 87,447 49,173

The Company believes that fees charged for these services represent current market rates.

10 (Continued)



Schedule 1
GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Computation of Net Capital Requirement—Rule 15¢3-1
December 31, 2003

Total stockholder’s equity per balance sheet $ 9,054,801
Deductions:
Furniture, equipment, and leasehold improvements 258,457
Goodwill, net of accumulated amortization 4,536,194
Investment securities not readily marketable 595,000
Other assets 145,867
Net capital before haircuts on securities positions (tentative net capital) 3,519,283
Haircuts on securities:
Debt securities 410,838
Equity securities 39,187
Net capital 3,069,258
Minimum net capital requirement 250,000
Excess of net capital over minimum net capital requirement $ 2,819,258
Aggregate indebtedness ‘ $ 5,269,273
Ratio of aggregate indebtedness to net capital 1.72

See accompanying independent auditors' report.

11



Schedule 2

GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Computation for Determination of Reserve Requirements
Pursuant to Rule 15¢3-3

December 31, 2003

The Company is exempt from Rule 15¢3-3 pursuant to the provisions of subparagraphs (k)(2)(i) and (k)(2)(ii) of
that rule. .

See accompanying independent auditors’ report.

12



Schedule 3

GOLD CAPITAL MANAGEMENT, INC.
(A Wholly Owned Subsidiary of Gold Banc Corporation, Inc.)

Information for Possession or Control
Requirements Under Rule 15¢3-3

December 31, 2003

The Company is exempt from Rule 15¢3-3 pursuant to the provisions of subparagraphs (k)(2)(i) and (k)(2)(ii) of
that rule. '

See accompanying independent auditors’ report.

13
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KPMG LLP

Suite 1600

1000 Walnut

P.O. Box 13127

Kansas City, MO 64108

Independent Auditors’ Report on Internal
Accounting Control Required by SEC Rule 17a-5

The Board of Directors
Gold Capital Management, Inc.:

In planning and performing our audit of the financial statements of Gold Capital Management, Inc.
(Company), a wholly owned subsidiary of Gold Banc Corporation, Inc., for the year ended December 31,
2003, we considered its internal control in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company, including tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11), and for determining
compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

1.  Making quarterly securities examinations, counts, verifications, and comparisons.
2. Recordation of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the board of governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable,
but not absolute, assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit preparation of financial statements in
conformity with accounting principles generally accepted in the United States of America. Rule 17a-5(g)
lists additional objectives of the practices and procedures.

Because of inherent limitations in internal control, error or fraud may occur and not be detected. Also,
projection of any evaluation of internal control to future periods is subject to the risk that procedures may
become inadequate because of changes in conditions or that the effectiveness of the design and operation
of policies and procedures may deteriorate.

.- .. KPMG LLP, a U.S. limited liability partnership, is the U.S.
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Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that errors or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving the accounting system and control procedures, including
procedures for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities and Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2003 to meet the SEC’s objectives.

This report is intended solely for the information and use of the board of directors, management, the
Securities and Exchange Commission, and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities and Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

KPMa LLP

Kansas City, Missoun
February 11, 2004
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